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TITLE 760 DEPARTMENT OF INSURANCE

Proposed Rule
LSA Document #01-181

DIGEST

Adds 760 IAC 1-5.1 to establish standards for credit life, accident, and health insurance. Repeals 760 IAC 1-5 and
760 |AC 1-14. Effective June 1, 2002.

7601AC 1-5
7601AC 1-5.1
7601AC 1-14

SECTION 1. 760 IAC 1-5.1 ISADDED TO READ ASFOLLOWS:
Ruleb5.1. Credit Life, Accident, and Health Insurance

7601AC 1-5.1-1 Purposeand authority to promulgaterule
Authority: 1C 27-1-3-7; IC 27-8-4-12
Affected: 1C 24-4.5-4-102

Sec. 1. Thepurposeof thisruleistoprotect theinter estsof debtor sand thepublicinthisstateby providing
a system of rate, policy form, and operating standards for the regulation of consumer credit insurance.
(Department of Insurance; 760 IAC 1-5.1-1)

760 IAC 1-5.1-2 Definitions
Authority: IC 27-1-3-7; |C 27-8-4-12
Affected: 1C 24-4.5-4-102; IC 27-1-23-1

Sec. 2. (a) Thefollowing definitions apply throughout thisrule:

(1) “Affiliate” hasthe meaning set forth in 1C 27-1-23-1.

(2) “ Closed-end credit” meansa credit transaction that does not meet the definition of open-end credit.

(3) “Consumer credit insurance” referstoany or all of credit lifeinsuranceand credit accident and health
insurance.

(4) “ Control” hasthe meaning set forthin IC 27-1-23-1.

(5) “Evidence of individual insurability” means a statement furnished by the debtor, as a condition of
insurance becoming effective, that relates specifically to the health status or to the health or medical
history of the debtor.

(6) “Grossdebt” meansthe sum of theremaining payments owed to the creditor by the debtor.

(7) “1dentifiableinsurance charge’” meansa chargefor atypeof consumer credit insurancethat ismadeto
debtorshaving such insurance and not madeto debtorsnot having such insurance; it includesa chargefor
insurance that is disclosed in the credit or other instrument furnished to the debtor that sets out the
financial elements of the credit transaction and any difference in the finance, interest, service, or other
similar charge made to debtorswho arein like circumstances except for theinsured or noninsured status
of thedebtor.

(8)“Lossratio” meansincurred claimsdivided by thesum of ear ned premiumsand imputed inter est ear ned
on unearned premiums.

(9) “Net debt” meanstheamount necessary to liquidatetheremainingdebt in asinglelump-sum payment,



excluding all unearned interest and other unear ned finance char ges.
(10) “Open-end credit” meanscredit extended by a creditor under an agreement in which the:
(A) creditor reasonably contemplatesrepeated transactions;
(B) creditor imposes a finance charge from timeto time on an outstanding unpaid balance; and
(C) amount of credit that may be extended tothedebtor duringtheterm of theagreement (up toany limit
set by the creditor) isgenerally made available to the extent that any outstanding balanceisrepaid.
(11) “Person” hasthe meaning set forth in IC 27-1-23-1.
(12) “ Preexisting condition” means any condition for which theinsured debtor received medical advice,
consultation, or treatment within six (6) monthsbefor e the effective date of the coverage and from which
theinsured debtor becomes disabled within six (6) months after the effective date of this coverage.

(b) Thefollowing definitions apply throughout section 9 of thisrule:
(1) “Experience” means earned premiumsand incurred losses during the experience period.
(2) “Experience period” meansthe most recent period of time for which earned premiumsand incurred
losses arereported, but not for aperiod longer than three (3) full years.
(3)“Incurredlosses’ meanstotal claimspaid duringtheexperienceperiod, adjusted for thechangein claim
reserve.

(Department of Insurance; 760 IAC 1-5.1-2)

760 1AC 1-5.1-3 Rightsand treatment of debtors
Authority: 1C 27-1-3-7; IC 27-8-4-12
Affected: 1C 24-4.5-4-102; |C 27-1-12-37; IC 27-8-4-4

Sec. 3. (a) If acreditor makesavailabletothedebtor smorethan one (1) plan of consumer credit insurance,
every debtor must beinformed of each plan for which thedebtor iseligibleand of the premium or insurance
chargefor each.

(b) When a creditor requiresinsurance as additional security for a debt, the creditor shall inform the
debtor that thedebtor hasthe option of procuring alter native cover age. Thedebtor shall beinformed by the
creditor of theright to provide alternative cover age before the transaction iscompleted.

(c) Thefollowing shall apply to thetermination of a group consumer credit insurance policy:

(1) If adebtor iscovered by agroup consumer credit insurancepolicy providing for the payment of single
premiums to theinsurer, or any other premium payment method that prepays coverage beyond one (1)
month, then provision shall be made by theinsurer that in the event of termination of the policy for any
reason, insurance coverage with respect to any debtor insured under thepolicy shall be continued for the
entireperiod for which the premium has been paid.

(2) If a debtor is covered by a group consumer credit insurance policy providing for the payment of
premiumstotheinsurer on amonthly basis, then the policy shall providethat, in the event of termination
of the policy, termination notice shall be given to the insured debtor at least thirty (30) daysprior tothe
effective date of termination, except wher ereplacement of the cover age by the same or another insurer in
the sameor greater amount takesplacewithout lapse of coverage. Theinsurer shall provideor causeto be
provided thisrequired information to the debtor.

(d) If the creditor addsidentifiableinsurance chargesor premiumsfor consumer credit insurancetothe
debt, and any direct or indirect finance, carrying, credit, or service charge is made to the debtor on the
insurance chargesor premiums, the creditor must remit and theinsurer shall collect the premium within
sixty (60) days after it isadded to the debt.

(e) If thedebt isdischarged duetorefinancing prior tothe scheduled maturity date, theinsurancein force
shall be terminated before any new insurance may beissued in connection with the refinanced debt. I n all
cases of termination prior to scheduled maturity, arefund of all unearned premium or unearned insurance
chargespaid by thedebtor shall bepaid or credited tothedebtor asprovided in section 7 of thisrule. In any
refinancing of the debt, the effective date of the cover age asrespectsany policy provision shall bedeemed to



be the first date on which the debtor became insured under the policy with respect to the debt that was
refinanced, at least to the extent of theamount and ter m of the debt outstanding at thetime of refinancing of
the debt.

(f) A provision in an individual policy or group certificate that sets a maximum limit on total claim
payments must apply only to that individual policy or group certificate.

(g) If adebtor prepays the debt in full, then any consumer credit insurance covering the debt shall be
terminated and an appropriaterefund of the consumer credit insurance premium shall be paid or credited
tothedebtor in accordancewith section 7 of thisrule. However, if the prepayment isaresult of death or any
other lump sum consumer creditinsurancepayment, norefund shall berequired for thecoverageunder which
the lump sum was paid. If a claim under credit accident and health coverageisin progress at the time of
prepayment, the amount of refund may be determined asif the prepayment did not occur until the payment
of benefitsterminates. No refund need be paid during any period of disability for which credit accident and
health benefitsare payable. A refund shall be computed asif prepayment occurred at theend of thedisability
period.

(h) If acreditor hasopened aline of credit for adebtor and, if permitted under |1 C 27-8-4-4(A) or IC 27-1-
12-37(2)(F), ischarging for thisline of credit rather than the amount of debt in the event of the death of the
debtor,theinsured amount dueistheamount of theestablished amount of credit against which premium was
last charged. (Department of Insurance; 760 |AC 1-5.1-3)

760 1AC 1-5.1-4 Determination of reasonableness of benefitsin relation to premium charge
Authority: 1C 27-1-3-7; IC 27-8-4-12
Affected: 1C 24-4.5-4-102

Sec. 4. (a) Benefits provided by consumer credit insurance policies must bereasonablein relation to the
premium charged. Thisrequirement issatisfied if the premium rate char ged developsor may reasonably be
expectedtodevelop alossratioof not lessthan sixty per cent (60%). With theexception of deviationsappr oved
under section 9 of thisrule, the rates shown in sections 5 and 6 of thisrule, asadjusted pursuant to section
8 of thisrule, shall be presumed to satisfy thislossratio standard. Anticipated losses that develop or are
expectedtodevelop alossratioof not lessthan sixty per cent (60% ) shall bepresumed reasonable. Any insur er
filing a deviation in accor dance with section 9 of thisrule must satisfy the sixty percent (60%) loss ratio
standard on their total consumer credit insurance business, including that of affiliated insurers.

(b) If any insurer filesfor approval of any form providing cover agedifferent than that described in sections
5and 6 of thisrule, theinsurer shall demonstrateto the satisfaction of the commissioner that the premium
ratesto be charged for such coverageare:

(1) reasonably expected to develop alossratio of not lessthan sixty percent (60%); or

(2) actuarially consistent with theratesused for standard cover ages.

(Department of Insurance; 760 IAC 1-5.1-4)

7601AC 1-5.1-5 Credit lifeinsurancerates
Authority: 1C 27-1-3-7; |C 27-8-4-12
Affected: 1C 24-4.5-4-102

Sec. 5. (a) Subject to the conditions and requirementsin subsection (b) and section 9 of thisrule, the
following primafacieratesareconsider ed to meet therequirementsof section 4 of thisrule, and may be used
without filing additional actuarial support:

(1) For monthly outstanding balance basis, fifty-three cents ($0.53) per month per one thousand dollars

($1,000) of outstanding insured debt on single life and eighty-eight cents ($0.88) per month per one

thousand dollars ($1,000) of outstanding insured debt on joint lifeif premiumsare payable on a monthly

outstanding balance basis.

(2) If the premium is charged on a single premium basis, the rate shall be computed according to the



following formula or according to a formula approved by the commissioner which produces rates
substantially the same asthose produced by the following formula:
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Where: Sp = Singlepremium per onehundred dollars($100) of initial consumer credit
lifeinsurance cover age.
O, = 0.53, the prima facie consumer credit life insurance premium rate for

monthly outstanding balance cover age from subdivision (1).
I, = Thescheduled amount of insurancefor month t.

I, = Initial amount of insurance. For anetinsurancepolicy, |; equalstheinitial
principal balance of theloan.

dis = .0046,representingan annual discount rateof fiveand three-tenthsper cent
(5.3%) for interest plusfour-tenths of one percent (0.4%) for mortality.
n = Thenumber of monthsin theterm of theinsurance.

(3) If thebenefitsprovided areother than thosedescribed in thissection, premium ratesfor such benefits
shall be actuarially consistent with therates provided in subdivisions (1) and (2).
(4) Theprimafacieratesincluded in thissubsection and any other ratesapproved for usethat arecomputed
in accordance with the formula in subdivision (2) are presumed sufficient to provide for up to two (2)
months of delinquencies. Therefore, the deter mination of the premium shall not reflect delinquencies.

(b) Thepremium ratesin subsection (a) shall apply to contracts providing credit life insurance that are
offeredtoall eligibledebtor s, that donot requireevidenceof individual insurability from any eligibledebtor
electing to pur chase coveragewithin thirty (30) daysof thedatethedebtor becomeseligibleand that contain
thefollowing provisions:

(1) Coveragefor death by whatever means caused, except that coverage may exclude death resulting from

any of thefollowing:

(A) War or any act of war.

(B) suicidewithin six (6) months after the effective date of the coverage.

(C) A preexisting condition or conditions. For the purpose of this subsection, the following apply:
(i) “Preexisting condition” means any condition for which the debtor received medical advice or
treatment within six (6) months preceding the effective date of coverage.
(ii) Nopreexistingcondition exclusion shall apply unlessdeath iscaused by or substantially contributed
tobythepreexistingcondition and unlessdeath occur swithin six (6) monthsfollowingtheeffectivedate
of coverage.
(iii) A preexisting condition exclusion shall apply only if and to the extent that theamount of cover age
to which it would otherwise apply (in the absence of this limitation) exceeds one thousand dollars
($1,000).

(2) For theexclusionslisted in subdivision (1)(B) and (1)(C), the effective date of coveragefor each part of
the insurance attributable to a different advance or a chargeto the plan account isthe date on which the
advance or charge occurs.
(3) At the option of theinsurer and in lieu of a preexisting condition exclusion on insurance written in
connectionwith open-ended consumer credit, aprovision may beincluded tolimit theamount of insurance
payable on death due to natural causestothebalanceasit existed six (6) monthsprior tothedate of death
if there hasbeen one (1) or moreincreasesin the outstanding balanceduringthesix (6) month period and
if evidence of individual insurability has not been required in the six-month period prior to the date of
death. This provision applies only if and to the extent that the amount of coverage to which it would
otherwise apply (in the absence of thislimitation) exceeds one thousand dollars ($1,000).

(4) An age restriction providing that no insurance will become effective on debtors on or after the

attainment of age sixty-six (66) and that all insurancewill terminate upon attainment by the debtor of age



Sixty-six (66).

(c) Theinsurer shall apply ratesasfollows:

(1) Iftheinsurer,itsagent, or theapplication form for credit lifeinsurancedoesnot request or requirethat
the debtor provide evidence of insurability, thenthe premium ratesdeemed reasonablewill betheprima
facieratesin subsection (a).

(2) Except as provided in subdivision (3), if theinsurer, itsagent, or the application form for credit life
insurancerequestsor requiresthat the debtor provide evidence of insurability and theinitial amount of
insuranceisfifteen thousand dollar s ($15,000) or less, then the premium ratesdeemed reasonablewill be
theratesin subsection (a) multiplied by ninety percent (90%).

(3) If theinsurer, itsagent, or theapplication form for credit lifeinsurancerequestsor requiresthat the
debtor provideevidenceof insurability and theinitial amount of insuranceisgreater than fifteen thousand
dollars ($15,000) or theapplicant electsto pur chase cover age morethan thirty (30) daysafter thedatethe
debtor became eligible under a group plan of insurance, then the premium rates deemed reasonable will
betheprimafacieratesin subsection (a). For policiesinsuringopen linesof credit, theinsurer may require
evidence of insurability for advances that increase the outstanding debt above fifteen thousand dollars
($15,000).

(d) Insurers may use the same application forms for credit life insurance whether or not underwriting
guestionsareasked pur suant to subsection (c). Thecommissioner will presumethat any application form for
whichall relevant underwriting questionshave been left unanswer ed representsapolicy which hasnot been
underwritten and for which primafacieratesare permissible. A form for which any relevant underwriting
questions have been answered or filled in represents a policy for which premium decreases pursuant to
subsection (c) arerequired. Insurersshould maintainintheir filestheir rulesfor thosecircumstanceswhere
underwriting questions shall be asked. Thoserules shall be communicated to and followed by theinsurer’s
agentsand producers. (Department of Insurance; 760 |AC 1-5.1-5)

7601AC 1-5.1-6 Credit accident and health insurancerates
Authority: 1C 27-1-3-7; |C 27-8-4-12
Affected: 1C 24-4.5-4-102

Sec. 6. (a) Subject to the conditions and requirementsin subsection (b) and section 9 of thisrule, the
following primafacieratesareconsider ed to meet therequirementsof section 4 of thisrule, and may be used
without filing additional actuarial support:

(1) If premiumsar epayableon asingle-premium basisfor theduration of thecover age, theprimafacierate

per onehundred dollars ($100) of initial insured debt for single accident and health isas set forth in the

following tableand ratesfor monthly periodsother than thoselisted shall beinter polated or extrapolated:

Original

Number of

Equa 14 Day 14 Day 30 Day 30 Day
Monthly  Retroactive Nonretroactive Retroactive  Nonretroactive

Installments  Policy Policies Policies Policies
6 $1.41 $0.93 $0.95 $0.72
12 1.87 1.30 1.28 0.96
24 2.50 181 181 1.26
36 3.07 2.36 232 1.68
48 3.40 2.69 2.65 1.98
60 3.67 2.95 292 2.24
72 301 3.18 3.16 2.47
84 4.12 3.40 3.37 2.69
96 4.32 3.60 3.57 2.89
108 451 3.79 3.76 3.08
120 4.69 3.96 3.93 3.25

(2) If premiums are paid on the basis of a premium rate per month per thousand of outstanding insured
grossdebt, thesepremiumsshall becomputed accor dingtothefollowingformulaor accordingtoaformula
approved by the commissioner, that producesrates actuarially consistent with the single premium rates



in subdivision (1):
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Where: SP, = Singlepremiumrateper onehundreddollars($100) of initial insured debt
repayablein n equal monthly installments as shown in subdivision (1).
OP, = Monthly outstanding balance premium rate per one thousand dollars
($1,000).
n = Thenumber of monthsin theterm of theinsurance.
dis = .0043,representingan annual discount rateof fiveand three-tenthsper cent

(5.3%) for interest.
(3) If the coverage provided is a constant maximum indemnity for a given period of time, the actuarial
equivalent of subdivisions (1) and (2) shall be used.
(4) If the coverage provided isa combination of a constant maximum indemnity for a given period of time
after which the maximum indemnity begins to decrease in even amounts per month, an appropriate
combination of the premium rate for a constant maximum indemnity for a given period of time and the
premium rate for amaximum indemnity that decreasesin even amounts per month shall be used.
(5) The outstanding balancerate for credit accident and health insurance may be either aterm-specified
rate or may beasingle compositeterm outstanding balancerate.
(6) Theprimafacieratesincluded in subdivision (1) and any other ratesapproved for usethat arecomputed
in accordance with the formula in subdivision (2) are presumed sufficient to provide for up to two (2)
months of delinquencies. Therefore, the determination of premium shall not reflect delinquencies.

(b) Subject to the conditions and requirementsin subsection (c) and section 9 of thisrule, the primafacie
ratesfor credit accident and health insurance calculated asshown in thissubsection ar e consider ed to meet
therequirementsof section 4 of thisrulein thesituation wheretheinsuranceiswritten on an open-end loan.
These prima facie rates and the formulae used to calculate them may be used without filing additional
actuarial support. Other formulaeto convert from aclosed-end credit rateto an open-end credit ratemay be
usedif approved by thecommissioner. Thefollowingestablishestheprimafacieratesfor credit accident and
health insurance on an open-end loan:

(1) If themaximum benefit of theinsurance equalsthenet debt on the date of disability, theterm of theloan

iscalculated according to the formula:

1/(minimum payment per cent)

Theprimafacierateisdetermined by applying thecalculated term totheratesshown in subsection (a). A

composite minimum payment per centage may be used in place of the minimum payment per centagefor a

specific credit transaction.

(2) If the maximum benefit of the insurance equals the outstanding balance of the loan on the date of

disability plus any interest accruing on that amount during disability, the term of the insurance (n) is

estimated by using the following formula:
n =1In{1- (1000i/ x)} /In(v)

Where: i = Interest rate on the account or a composite interest rate used for the type of
policy.
X = Monthlypayment per onethousand dollar s($1000) of cover ageconsistent with
theterm calculated above.
v = 11+i).

Thecalculated valueof thetermisused tolook up aninitial ratein subsection (a). Thefinal primafacierate
iscalculated by multiplying theinitial rate by:
the adjustment n/a,



Where: n
a,

Theterm calculated as per the equation in this subsection.
@a-v)"i.

(c) If the accident and health coverageis sold on ajoint basis (involving two (2) people), therate for the
joint coverage shall befiled with the commissioner prior to use.

(d) If the benefits provided are other than those described in subsection (a) or (b), ratesfor those benefits
shall be actuarially consistent with rates provided in subsection (a) and (b).

(e) The premium rates in subsection (a) shall apply to contracts providing credit accident and health
insurancethat areoffered toall eligibledebtors, that donot requireevidenceof individual insur ability from
any eligible debtor electing to purchase coverage within thirty (30) days of the date the debtor becomes
eligible and that contain the following provisions:

(1) Coveragefor disability by whatever meanscaused, except that cover agemay beexcluded for disabilities

resulting from:

(A) normal pregnancy;

(B) war or any act of war;

(C) elective surgery;

(D) intentionally self-inflicted injury;

(E) sicknessor injury caused by or resulting from the use of alcoholic beveragesor narcotics (including
hallucinogens) unlessthey areadminister ed on theadviceof and taken asdir ected, by alicensed physician
other than theinsured;

(F) flight in any aircraft other than a commercial scheduled aircraft; or

(G) apreexisting condition.

(2) For the exclusion listed in subdivision (1)(G), the effective date of coverage for each part of the

insurance attributable to a different advance or a charge to the plan account is the date on which the

advance or charge occurs.

(3) A definition of disability providing that for thefirst twelve (12) months of disability, total disability

shall be defined as the inability to perform the essential functions of the insured’s own occupation.

Thereafter, it shall mean theinability of theinsured to perform the essential functions of any occupation

for which heor sheisreasonably suited by virtue of education, training, or experience.

(4) Noemployment requirement mor erestrictivethan onerequiringthat thedebtor beemployed full time

ontheeffective date of coverage and for at least twelve (12) consecutive monthsprior tothe effectivedate

of coverage. Asused in thissubdivision, “ full time” meansaregular work week of not lessthan thirty (30)

hours.

(5) An age restriction providing that no insurance will become effective on debtors on or after the

attainment of age sixty-six (66) and that all insurancewill terminate upon attainment by the debtor of age

sixty-six (66).

(6) A daily benefit of not lessthan one-thirtieth (1/30) of the monthly benefit payable under the policy.

(f) Requirementsfor applying rates shall be asfollows:

(1) Iftheinsurer, itsagent, or theapplication formfor credit lifeinsurancedoesnot request or requirethat
the debtor provide evidence of insurability, thenthe premium ratesdeemed reasonable will bethe prima
facieratesin subsection (a).

(2) Except asprovided in subdivision (3) if theinsurer, its agent, or the application form for credit life
insurance requestsor requiresthat the debtor provide evidence of insurability and theinitial amount of
insuranceisfifteen thousand dollars ($15,000) or less, then thepremium ratesdeemed r easonablewill be
theratesin subsection (a) multiplied by ninety percent (90%).

(3) If theinsurer, itsagent, or the application form for credit lifeinsurancerequestsor requiresthat the
debtor provideevidenceof insurability and theinitial amount of insuranceisgreater than fifteen thousand
dollar s ($15,000) or theapplicant electsto pur chase cover age mor ethan thirty (30) daysafter thedatethe
debtor became eligible under a group plan of insurance, then the premium rates deemed r easonable will
betheprimafacieratesin subsection (a). For policiesinsuringopen linesof credit, theinsurer may require
evidence of insurability for advances that increase the outstanding debt above fifteen thousand dollars



($15,000).

(g) Insurersmay usethe same application formsfor credit accident and health insurance whether or not
underwriting questions are asked pursuant to subsection (f). The commissioner will presume that any
applicationformfor which all relevant underwritingquestionshavebeen left unanswer ed r epr esentsapolicy
that hasnot been underwritten and for which primafacieratesarepermissible. A form for which any relevant
underwriting questions have been answered or filled in represents a policy for which premium decreases
pursuant to subsection (f) are required. Insurers should maintain in their files their rules for those
circumstances wher e underwriting questions shall be asked. Those rules shall be communicated to and
followed by theinsurer’sagentsor other producers. (Department of Insurance; 760 IAC 1-5.1-6)

7601AC 1-5.1-7 Refund formulas
Authority: 1C 27-1-3-7; |C 27-8-4-12
Affected: 1C 24-4.5-4-102; I1C 27-8-4-8

Sec. 7. (a) In the event of termination, no charge for consumer credit insurance may be made for thefirst
fifteen (15) days of amonth and a full month may be charged for sixteen (16) daysor more of a month.

(b) The requirement of 1C 27-8-4-8B that refund formulas be filed with the commissioner shall be
consideredfulfilled if therefund formulasareset forth in theindividual policy or group certificatefiled with
the commissioner.

(c) Refund formulasmust develop refundsthat areat least asfavorabletothedebtor asrefundsequal tothe
premium cost of scheduled benefits subsequent to the date of cancellation or termination, computed at the
schedule of premium ratesin effect on the date of issue.

(d) No refund of onedollar ($1) or less need be made. (Department of Insurance; 760 |AC 1-5.1-7)

760 1AC 1-5.1-8 Experiencereportsand adjustment of primafacie rates
Authority: 1C 27-1-3-7; IC 27-8-4-12
Affected: 1C 24-4.5-4-102

Sec.8. (a) Eachinsurer doinginsurancebusinessinthisstateshall annually filewith thecommissioner and
the National Association of Insurance Commissioners (NAIC) Support and Services Office a report of
consumer credit insurance written on a calendar year basis. Thereport shall utilize the Credit I nsurance
Supplement - Annual Statement Blank as approved by the NAIC, and shall contain data separately for each
state, rather than an allocation of the company’s countrywide experience. The filing shall be made in
accordancewith and no later than thedue datein the Instructionsto the Annual Statement.

(b) Thecommissioner will, on atriennial basis, review thelossratio standar dsset forth in section 4 of this
ruleand the prima facie rates set forth in sections 5 and 6 of thisrule and determine the rate of expected
claims on a statewide basis, compare such rate of expected claims with the rate of actual claims for the
preceding three (3) yearsdetermined from theincurred claims and earned premiums at prima facie rates
reportedin the Annual Statement Supplement or other available source, and publish in thelndiana Register
the adjusted actual statewide primafacieratesto be used by insurersduring the next triennium. The rates
will reflect the difference between actual claimsbased on experience and expected claimsbased on theloss
ratio standards set forth in section 4 of thisrule applied to the prima facie rates set forth in sections 5 and
6 of thisrule.

(c) The commissioner will, on a triennial basis, review the discount rates for interest included in the
formulaein sections5(a) and 6(a) of thisrule, and adjust those discount ratesto equal theaver ageof therates
being paid at that timeon three(3) year United StatesTreasury Notesasreported intheWall Street Journal
onthelast day of salein themost recent three(3) calendar years. Thecommissioner shall publish therevised
discount ratesin the Indiana Register. (Department of Insurance; 760 |AC 1-5.1-8)



760 1AC 1-5.1-9 Useof rates; direct business only
Authority: 1C 27-1-3-7; IC 27-8-4-12
Affected: 1C 24-4.5-4-102

Sec. 9. (a) Aninsurer that filesratesor hasrateson filethat are equivalent to the prima facierates shown
insections 5 and 6 of thisrule, to the extent adjusted pursuant to section 8 of thisrule, may usethoserates
without further proof of their reasonableness.

(b) Aninsurer may file for approval of and useratesthat are higher than the prima facie rates shown in
sections 5 and 6 of thisrule, totheextent adjusted pursuant to section 8 of thisrule, aslong asthefiled rates
areconsistent with section 4 of thisrule. If rates higher than the prima facie rates shown in sections 5 and
6 of thisrule, to the extent adjusted pursuant to section 8 of thisrule, arefiled for approval, thefiling shall
specify the account or accountsto which theratesapply. The rates may be applied:

(1) uniformly to all accounts of theinsurer;

(2) on an equitablebasisapproved by thecommissioner toonly one (1) or moreaccountsof theinsurer for

which the experience has been lessfavorable than expected; or

(8) according to a case-rating procedureon filewith the commissioner.

(c) The approval period of deviated rates are established asfollows:

(1) A deviated rate will be in effect for a period of time not longer than the experience period used to
establish therate, that is, one (1) year,two (2) years, or three (3) years. Aninsurer may filefor anew rate
beforetheend of arate period, but not more often than once during any twelve (12) month period.

(2) Notwithstanding theprovision of subsection (a), if an account changesinsurers, therateapproved tobe
used for the account by the prior insurer isthe maximum ratethat may be used by the succeeding insurer
for theremainder of therateapproval period approved for theprior insurer or until anew rateisapproved
for use on the account, if sooner.

(d) Aninsurer may at any timeusearatefor an account that islower than itsfiled rate without noticeto
the commissioner. (Department of Insurance; 760 IAC 1-5.1-9)

760 1AC 1-5.1-10 Supervision of consumer credit insurance operations
Authority: 1C 27-1-3-7; IC 27-8-4-12
Affected: 1C 24-4.5-4-102

Sec. 10. (a) Each insurer transacting credit insurancein this state shall be responsible for conducting a
thorough periodic review of creditorswith respect to their credit insurance businesswith such creditors,
to assure compliance with theinsurance laws of thisstate and therules promulgated by the commissioner.

(b) Written records of such reviews shall be maintained by theinsurer for aperiod of nolessthan five (5)
yearsfor review by the commissioner. (Department of Insurance; 760 IAC 1-5.1-10)

7601 AC 1-5.1-11 Prohibited transactions
Authority: 1C 27-1-3-7; |C 27-8-4-12
Affected: 1C 24-4.5-4-102; IC 27-4-1

Sec. 11. Thefollowing practices, when engaged in by insurersin connection with thesaleor placement of
consumer credit insurance, or asan inducement ther eto, shall be consider ed unfair methods of competition
subject to the provisions of 1C 27-4-1:

(1) Theoffer or grant by aninsurer toacreditor of any special advantageor any servicenot set out in either

the group insurance contract or in the agency contract, other than the payment of agent’s commissions.

(2) Agreement by an insurer to deposit with a bank or financial institution money or securities of the

insurer with the design or intent that the same shall affect or take the place of a deposit of money or

securities that otherwise would be required of the creditor by the bank or financial institution as a

compensating balance or offsetting deposit for aloan or other advancement.



(3) Deposit by an insurer of money or securities without interest or at a lesser rate of interest than is
currently being paid by the creditor, bank, or financial institution to other depositor sof likeamountsfor
similar durations. Thissubsection shall not be construed to prohibit themaintenanceby an insurer of such
demand depositsor premium deposit accountsas arereasonably necessary for usein theordinary cour se
of theinsurer’sbusiness.

(Department of Insurance; 760 IAC 1-5.1-11)

760 1AC 1-5.1-12 Implementation
Authority: 1C 27-1-3-7; IC 27-8-4-12
Affected: 1C 24-4.5-4-102

Sec.12. (a) Approval of all formsand premium ratesnot in compliancewith thisruleishereby withdrawn
asof June 1, 2002.

(b) Any deviationsthought to be appropriateby an insurer asaresult of promulgation of thisruleshall be
filed inaccordancewith section 9 of thisrulenolater than April 1, 2002. (Department of Insurance; 760 |IAC
1-5.1-12)

SECTION 2. THE FOLLOWING ARE REPEALED: 760 IAC 1-5; 760 IAC 1-14.
SECTION 3. SECTIONS 1 through 2 of thisdocument take effect June 1, 2002.
Notice of Public Hearing

Under IC 4-22-2-24, notice is hereby given that on December 6, 2001 at 10:00 a.m., at the Department of
Insurance, 311 West Washington Street, Suite 300, Indianapolis, Indiana the Department of Insurance will hold
a public hearing on proposed new rules regarding credit life, accident, and health insurance. Copies are
available at the Web site for the Department of Insurance at www.in.gov/idoi. Copies of these rules are now on
fileat the Department of Insurance, 311 West Washington Street, Suite 300 and Legislative Services Agency, One
North Capitol, Suite 325, Indianapolis, Indiana and are open for public inspection.

Sally McCarty
Commissioner
Department of Insurance



